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FRANCIS H. MCKENNA
Certified Public Accountant

300 ST. ANDREWS ROAD
SAGINAW, MI 486385977
TEL (289) 7912110
Fax (989) 791-3470

INDEPENDENT AUDITOR'S REPORT

September 19, 2006

To the Chairman and Members of the
Northwest Utilities Authority

319 Tittabawassee Road

Saginaw, Michigan 48604-1263

I have audited the accompanying basic financial statements of the Northwest Utilities Authority, Saginaw
County, Michigan as of and for the year ended June 30, 2006 and 2005 as listed in the table of contents. These
financial statements are the responsibility of the Northwest Utilities Authority's management. My responsibility
1s to express an opinion on these basic financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. I believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to in the first paragraph present fairly, in all material respects,
the financial position of the Nerthwest Utilities Authority, Saginaw County, Michigan at June 30, 2006 and
2005, and the changes in its financial position and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

The Northwest Utilities Authority has not presented a management’s discussion and analysis, which would be
an analysis of the financial performance for the fiscal years. The Governmental Accounting Standards Board
has determined that the management’s discussion and analysis is necessary to supplement, although is not
required to be a part of, the basic financial statements.

My audit was made for the purpose of forming an opinion on the financial statements that comprise the
Northwest Utilities Authority’s basic financial statements. The accompanying other supplementary information,
as listed in the table of contents, are presented for purposes of additional analysis and are not a required part of
the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in my opinion, is fairly presented in all material respects in relation
to the basic financial statements taken as a whole.

FRANCIS H. McKENNA

Certified Public Accountant




NORTHWEST UTILITIES AUTHORITY

Statement of Net Assets

June 30, 2006 and 2005

ASSETS:
Cash and cash equivalents
Due from Municipalities:
City of Zilwaukee
Carrollton Township
Saginaw Charter Township
Kochville Township

Accrued interest receivable
Prepaid insurance

Capital assets (net of accumulated depreciation):

Land

Buildings

Office equipment
Equipment, misc
Equipment, pump stations
Force mains, sanitary sewer

Less accumulated depreciation

Total Assets

LIABILITIES:
Accounts payable and other current liabilities
Accrued bond interest payable
Noncurrent liabilities:
Due within one year
Due in more than one year
Total Liabilities

NET ASSETS:
Invested in capital assets, net of related debt
Restricted for:
Debt service
Unrestricted (deficit)
Total Net Assets

2006

$ 422,997

14,566
42,601
76,720

22,113

156,000

0
2,567

66,821
379,903
2,997
840,837
2,233,994
2,296,780

5,821,332
(2,187,743)

3,633,589
4,215,153
79,797
19,199

220,000

2,335,000

2,653,996

1,735,490

129,972

( 304,305)

_$ 1561157

The accompanying notes are an integral part of these financial statements.

See independent auditor’s report.
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2005

$ 269,537

10,078
39,028
60,023

15,871

125,000

0
2,606

66,821
378,620
2,997
840,837
2,222,508
2,275,072

5,786,855
(1,992,815)

3,794,040

4,191,183
101,436
21,124

296,310

2,555,000

2,973,870

1,560,577

131,409

( 474,673)

$1217,313



NORTHWEST UTILITIES AUTHORITY

Statement of Revenues, Expenses, and Changes in Net Assets

For the Fiscal Year ended June 30, 2006 and 2005

2006 2005
Operating revenues:
Charges for services:
City of Zilwaukee $ 136,691 $ 119,764
Carrollton Township 462,458 434,907
Saginaw Charter Township 737,589 677,335
Kochville Township 197,262 177,994
Total operating revenues 1,534,000 1,410,000
Operating expenses:
Administrative $ 17,978 $ 18,263
Operation and maintenance 854,367 915,932
Depreciation 194,928 191,690
Total operating expenses 1,067,273 1,125,885
Operating income 466,727 284,115
Nonoperating revenues (expenses):
Rental income 300 300
Interest earnings 2,869 5,442
Interest expense & paying agent expenses ( 126,052) ( 137,988)
Total Nonoperating revenue (expenses) ( 122,883) ( 132,246)
Changes in net assets 343,844 151,869
Total Net Assets, Beginning of Fiscal Year 1,217,313 1,065,444
Total Net Assets, End of Fiscal Year $ 1,561,157 $1,217,313

The accompanying notes are an integral part of these financial statements.

See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

Statement of Cash Flows

For the Fiscal Year ended June 30, 2006 and 2005

Cash Flows from Operating Activities:
Receipts from customers and users
Payments to City of Saginaw, waste water treatment
Payments to suppliers
Net cash provided by operating activities

Cash Flows from Capital and Related Financing Activities:
Acquisition and construction of capital assets
Principal paid on operating debt to City of Saginaw
Principal paid on capital debt
Interest paid on capital debt
Capital debt paying agent & administration fees
Net cash proved (used) by capital
and related financing activities

Cash Flows from Investing Activities:
Rents received
Interest received
Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, Beginning of Fiscal Year

Cash and cash equivalents, End of Fiscal Year

Reconciliation of operating income to net cash
provided (used) by operating activities:
Operating income (page 2)
Adjustments to reconcile operating income to net cash
provided (used) by operating activities:
Depreciation expense
(Increase) decrease in Due from Municipalities
(Increase) decrease in accrued interest receivable
(Increase) decrease in prepaid insurance
Increase (decrease) in accounts payable
Increase in accounts payable to City of Saginaw
Total adjustments

Net cash provided by operating activities, as above

The accompanying notes are an integral part of these financial statements.

See independent auditor’s report.

S

2005 2005
$ 1,503,000 $ 1,410,000
( 825,000) ( 871,980)
( 45,482) (_ 70,856)
$ 632,518 $ 467,164
( 57,945) ( 366,603)
(86,310 ( 25,685)
( 210,000) ( 205,000)
( 126,745) ( 138,020)
( 1,227) (1,847
( 482,227) ( 737,155)
300 300
2,869 6,692
3,169 6,992
153,460 ( 262,999)
269,537 532,536
$ 422,997 $ 269,537
$ 466,727 $ 284,115
$ 194,928 $ 191,690
( 31,000) -
39 ( 490)
1,824 ( 8151)
165,791 183,049
$ 632,518 $ 467,164



NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS

June 30, 2006

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Northwest Utilities Authority (the “Authority”) conform to accounting principles as
applicable to Enterprise Funds of governmental units. In accordance with accounting principles generally accepted in the
United States of America, there are no component units to be included in these financial statements. The following is a
summary of the significant accounting policies used by the Authority.

ORGANIZATION:

The financial data contained in this report includes all activities for which the Northwest Utilities Authority, a municipal
joint venture, has oversight responsibility. A five member Board administers the Authority, one person from each
constituent municipality and County.

On August 3, 1987, the City of Zilwaukee, Township of Carrollton, Charter Township of Saginaw and Township of
Kochville created the “Northwest Utilities Authority”. The purpose of this “Authority” is to acquire, own, improve,
enlarge, extend and operate a sewage disposal system in accordance with State Act 233, PA 1955, as amended, (from the
point of the last pumping station owned by member municipalities).

On July 1, 1989, the Northwest Utilities Authority replaced the “Zilwaukee City, Carrollton Township and Saginaw
Township Sewage Disposal System” as operators of the then existing waste water treatment plant servicing the sanitary
sewer systems of the City of Zilwaukee, Carrollton Township, Kochville Township and the northeast portion of Saginaw
Charter Township. In addition, the member municipalities transferred to the Authority assets of their sewer system (waste
water treatment plant and sewer force mains) from the point of the last pumping station owned by the respective member
municipalities.

On May 18, 1990, under Act 185, PA 1957, the City of Zilwaukee, the Township of Carrollton, the Township of Kochville,
the Charter Township of Saginaw and the Northwest Utilities Authority entered into a contract with the County of Saginaw
providing for the bonding for the construction of a sewage transmission system to the City of Saginaw’s waste water
treatment plant. During October 1991, construction was completed and the sewer flow was diverted to the City of Saginaw
waste water treatment plant. The employees of the Authority were also transferred to the City of Saginaw. During fiscal
year 1991-92, use of the Zilwaukee sanitary sewer disposal plant had been terminated. Demolition of that plant had been
completed in 1995.

The sanitary sewer systems, which provide flow to the City of Saginaw plant, are located in, owned by, and operated
separately by the City of Zilwaukee, Carrollton Township, Saginaw Charter Township and Kochville Township. [Located
within Saginaw County, Michigan.]

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION:

The accompanying basic financial statements of the Authority are presented as an enterprise/proprietary fund type. An
enterprise fund is used to report any governmental activity for which a fee is charged to external users for goods or services.
Operating revenue represents fees charged to the constituent municipalities.

The basic financial statements are reported using the economic resources measurement focus and the accrual basis of

accounting. Revenue is recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows.
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NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS -- continued

June 30, 2006

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed to the extent that those
standards do not conflict with or contradict the standards of the Governmental Accounting Standards Board. In accordance
with GASB Statement No. 20, the Authority has elected not to follow subsequent private-sector standards.

The financial activities of the Northwest Utilities Authority are further recorded in separate sub-fund accounts for monthly
billing purposes and are reported in the “supplementary financial section”. The Authority’s individual sub-fund financial
statements are reported using the current financial resources measurement focus and the modified accrual basis of
accounting. Revenue is recognized as soon as it is both measurable and available. Revenue is considered to be available if
it is collected within the current period or soon enough thereafter to pay liabilities of the current period. For this purpose,
the Authority considers revenues to be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, including bond interest expense, are recorded only when payment is due.

Charges to constituent municipalities and interest earnings associated with the current fiscal period are considered to be
susceptible to accrual and so have been recognized as revenue of the current fiscal period. All other revenue items are
considered to be available only when cash is received by the Authority.

These sub-fund accounts of the Northwest Utilities Authority are described as follows:
e OPERATION AND MAINTENANCE FUND:

Transactions relating to the operations and maintenance of the wastewater transmission / force mains lines, pump
stations and service charges to the participating local governmental units are recorded in this fund. The operating
and maintenance expenses are pro-rated monthly among the City and Townships based on the average of the past
three years metered flow readings. This average is adjusted each January.

e CAPITAL IMPROVEMENT FUND (Repair and Maintenance):

Transactions related to the major repair and improvement to the force mains and related pump stations are
recorded in this fund, including payments on installment purchase agreements related to such improvements.
Effective July 1, 1993, a monthly service charge is prorated among the participating governmental units based on
the average of the past three years metered flow readings. This average is adjusted each January.

e DEBT SERVICE FUND:

The debt service fund account is used to account for the accumulation of resources from the City of Zilwaukee,
Carrollton Township, Kochville Township, and Saginaw Charter Township, and the related semi-annual transfer to
Saginaw County for bond principal and interest payments on the County’s 1997 Northwest Utilities Sewer
Improvements Project and Refunding Bonds (General Obligation Limited Tax).

The Authority bills the City of Zilwaukee and the three Townships monthly, an amount allocated on the pro-rata share of
the average of the past three years of metered flow readings. The first $28,000 portion is specifically allocated for debt
service on the Saginaw County bond issue. Next, the monthly paid expenses of the Operation & Maintenance Fund are
met. The Capital Improvement Fund (repair and replacement) is allocated the remainder portion, if any.

—-5 -



NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS -- continued

June 30, 2006

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY:

e Cash Equivalents and Investments:

The organization’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term

investments with original maturities of three months or less from date of acquisition.

State statutes authorize the Authority to invest in U.S. government obligations, certificates of deposits, commercial
paper, repurchase agreements, bankers acceptances, and with some restrictions, mutual funds. An Attorney
General’s opinion states that public funds may not be deposited in financial institutions located in states other than

Michigan.

All investments, if any, are stated at cost or amortized cost and are made in accordance with P.A. 217, 1982 of the

State of Michigan.

e Receivables and payables:

Activity between funds that are representative of non-transferred monthly billing allocation outstanding at the end
of the fiscal year are referred to as “due to/from other funds”. “Receivables from municipalities” represent

current billings receivable.

e Prepaid items:

Insurance payments reflecting costs applicable to future accounting periods are recorded as prepaid items in the
basic financial statements. The individual sub-fund statements normally do not divide expenditures between
fiscal years by the recording of prepaid expenses. Payments for inventorial types of supplies are not significant

and are expensed at the time of purchase.

e Capital Assets:

Capital assets, include property, pump stations, equipment, and force mains, are reported in the “Net Asset” (basic)
financial statement. Within the supplementary financial section, capital assets are not capitalized in the individual
funds used to acquire or construct them. Instead, capital acquisition and construction are reflected as expenditures
in the individual fund statements. Capital assets are defined by the Authority as assets with an initial, individual
cost of more than $10,000 and an estimated useful life in excess of two years. Such assets are recorded at
historical or estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated

fair market value at the date of donation.

The cost of normal maintenance, repairs and replacements that do not add to the value of the asset or materially
extend assets lives are not capitalized. Improvements are capitalized and depreciated over the remaining useful

lives of the related capital assets, as applicable.

-6 --



NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS -- continued

June 30, 2006

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Property, buildings, equipment and force mains are depreciated using the straight-line method over the following
estimated useful lives:

Assets Years
Buildings 50 - 100
Force mains 75
Equipment, pump stations 20
Office equipment 5
Computer equipment 5
Other equipment 10-50

e Comparative Data:

Comparative total data for the prior fiscal year have been presented in the accompanying financial statements in
order to provide an understanding of changes in the Authority’s financial position and operations. Also, certain
amounts presented in prior year data have been reclassified in order to be consistent with current year’s
presentation.

NOTE 2: CASH AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the Authority to make deposits and invest in the accounts of federally
insured banks, credit unions, and savings and loan associations which have an office in Michigan. The Authority is allowed
to invest in bonds, securities and other direct obligations of the United States or any agency or instrumentality of the United
States; United States government or federal agency obligations; repurchase agreements; bankers’ acceptance of United
States banks; commercial paper rated within the two highest classifications which mature not more than 270 days after the
date of purchase; obligations of the State of Michigan or its political subdivisions which are rated as investment grade; and
mutual funds composed of investment vehicles which are legal for direct investment by local units of government in
Michigan.

The Authority’s Board has designated Citizens Bank for the deposit of the Authority’s funds. The investment policy
adopted by the board, in accordance with Public Act 196 of 1997, has authorized investments bonds and securities of the
United States government and bank accounts and CDs, but not the remainder of State statutory authority as listed above.

Deposits are carried at cost. The bank carrying value of deposits held by the respective depository accounts equates to the
Authority’s value of $ 422,997. Approximately $100,000 was covered by federal depository insurance and $ 322,997 was
uninsured and uncollateralized at June 30, 2006. Michigan statutes do not require uninsured deposits to be collateralized.

The credit risk of deposits and investments held by the Authority are classified as Category 1 — Insured or collateralized by
the Authority or by its agent in the Authority’s name. The deposits are summarized as follows:

Demand accounts — money market/checking $ 422,997
Certificates of deposits 0
$ 422,997

The Authority had no category 2 or 3 risk classifications or investments other than the cash deposits mentioned above.
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NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS -- continued

June 30, 2006

NOTE 3: RECEIVABLES FROM MUNICIPALITIES

The receivables from municipalities are based upon monthly billings as follows:

Advance payments — November 10, 2001:
City of Zilwaukee
Carrollton Township
Saginaw Charter Township
Kochville Township

Billing period 6/07/06 (May expenses)(Invoiced 07/01/06):
City of Zilwaukee
Carrollton Township
Saginaw Charter Township
Kochville Township

Billing period 7/07/06 (June expenses)(Invoiced 08/01/06):
City of Zilwaukee
Carrollton Township
Saginaw Charter Township
Kochville Township

Total Due from Municipalities

Recap:
City of Zilwaukee
Carrollton Township
Saginaw Charter Township
Kochville Township

-8 --

$( 9,427.53)
( 33,900.69)
( 53,220.82)

( 13,450.96)

11,996.60
38,250.80
64,970.50

17,782.10

11,996.60
38,250.80
64,970.50

17,782.10

$ 14,565.67
42,600.91
76,720.18

22,113.24

$ 156,000.00

$ (110,000.00)

133,000.00

133,000.00

$ 156,000.00



NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS -- continued

June 30, 2006

NOTE 4: RISK MANAGEMENT

The Authority is exposed to various risk of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to the public; and natural disasters. The Authority manages its liability and property risk by
participating in the Michigan Township Participating Plan. This insurance provider is organized under Public Act 138 of
1982, as amended. Settled claims have not exceeded this insurance coverage in any of the past three fiscal years.

NOTE 5: USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

NOTE 6: LONG-TERM DEBT:

The following is a summary of long-term debt transactions of the Northwest Utilities Authority for the fiscal year ended
June 30, 2006:

Balance Balance
July 1, (Revision) June 30,
2005 (Adjustment) (Payments) 2006

$3,690,000 Saginaw County Northwest Utilities Sewer

Improvements Project and Refunding Bonds (General

Obligation Limited Tax), dated December 18, 1997;

due in annual installments of $205,000 to $290,000

from May 1, 2005 through May 1, 2016; interest

Ranging 4.5% to 5.5%. See also Note 8. 2,765,000 - ( 210,000) 2,555,000

$280,088 City of Saginaw for fiscal years ending June

1997 through June 2000 unpaid wastewater treatment

service charges, “payment agreement” dated June 19,

2000; due in monthly installments of $2,335 from July

2001 through May 2008 and $2,250 June 2008;

Non-interest bearing. See also Note 7. 86,310 - ( 86,310) -

TOTAL LONG-TERM DEBT $ 2,851,310 $ - $ (1296,310) $ 2,555,000
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NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS -- continued

June 30, 2006

NOTE 6: LONG-TERM DEBT -- continued:

The summary of annual debt service requirements to maturity, including principal and interest requirements, is as follows:

2000
1997 City of
Fiscal County Saginaw
Year Bonds Agreement TOTAL
2006/07 335,195 $ - 335,195
2007/08 330,075 - 330,075
2008/09 329,950 - 329,950
2009/10 324,375 - 324,375
2010/11 323,575 - 323,575
2011/12 322,325 - 322,325
2012/13 320,625 - 320,625
2013/14 318,475 - 318,475
2014/15 310,875 - 310,875
2015/16 303,050 - 303,050
$ 3,218,520 $ - $ 3,218,520
SUMMARY:

Principal $ 2,555,000 $ - $ 2,555,000
Interest 663,520 - 663,520
$ 3,218,520 $ - $ 3,218,520

- 10 --



NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS -- continued

June 30, 2006

NOTE 7: LONG-TERM DEBT - 2000 City of Saginaw Agreement — repayment:

Based upon the billing percentages (3 year averages) in effect during the fiscal years ending June 1997 through June 2000,
each municipality’s allocated share of the City of Saginaw’s unpaid wastewater treatment service charges, amortized
monthly over the ten-year period starting July 2000, is as follows:

Less
FY 2000/01
Less 11 Monthly Less
BALANCE Excess $3,300 BALANCE  Monthly
UNPAID FY 2000/01 Debt UNPAID Payments Final
AT Service Payment AT Thru Payment
06/30/2000  Charges Total 06/30/2001  6/15/2005 August 2005
City of Zilwaukee $ 32,416 $ 4,337 $ 4092 $ 23987 $ 12972 $ 11,015
Carrollton Township 98,186 15,166 12,584 70,436 38,822 31,614
Saginaw Charter Township 117,829 22,457 15,477 79,895 45,637 34,258
Kochville Township 31,657 5,773 4,147 21,737 12,314 9,423
$ 280,088 $ 47,733 $ 36,300 $ 196,055
* *
Less FY 2001/02 payments ( 28,020)
Less FY 2002/03 payments ( 28,020)
Less FY 2003/04 payments ( 28,020)
Less FY 2004/05 payments
(11 x 2,335) ( 25,685)
(109,745) $ 109,745
DEBT UNPAID at June 30,2005 $ 86,310 $ 86,310

The $2,335 monthly installment amount is billed and paid through the Operation and Maintenance Fund.

* = Totals per City of Saginaw 3/25/02-revision memorandum based on their FY 2000/01 audit.
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NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS -- continued

June 30, 2006

NOTE 8: LONG-TERM DEBT — 1997 Sewer Improvement and Refunding Bonds:

The detailed future principal & interest requirements of the 1997 Sewer Improvement and Refunding Bonds are as follows:

Payment Principal Interest Interest Total Fiscal Year
Date Due Rate Due Payment Total

11/01/06 57,597.50 57,597.50

05/01/07 220,000.00 4.60% 57,597.50 277,597.50 335,195.00

11/01/07 52,537.50 52,537.50

05/01/08 225,000.00 4.50% 52,537.50 277,537.50 330,075.00

11/01/08 47,475.00 47,475.00

05/01/09 235,000.00 4.50% 47,475.00 282,475.00 329,950.00

11/01/09 42,187.50 42,187.50

05/01/10 240,000.00 4.50% 42,187.50 282,187.50 324,375.00

11/01/10 36,787.50 36,787.50

05/01/11 250,000.00 4.50% 36,787.50 286,787.50 323,575.00

11/01/11 31,162.50 31,162.50

05/01/12 260,000.00 4.50% 31,162.50 291,162.50 322,325.00

11/01/12 25,312.50 25,312.50

05/01/13 270,000.00 4.50% 25,312.50 295,312.50 320,625.00

11/01/13 19,237.50 19,237.50

05/01/14 280,000.00 4.50% 19,237.50 299,237.50 318,475.00

11/01/14 12,937.50 12,937.50

05/01/15 285,000.00 4.50% 12,937.50 297,937.50 310,875.00

11/01/15 6,525.00 6,525.00

05/01/16 290,000.00 4.50% 6,525.00 296,525.00 303,050.00
$ 2,555,000.00 $ 663,520.00 $ 3,218,520.00 $ 3,218,520.00
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NORTHWEST UTILITIES AUTHORITY

NOTES TO FINANCIAL STATEMENTS

June 30, 2006

NOTE 9: ANALYSIS OF FISCAL YEAR 2005-06 CHARGES TO MUNICPALITIES:
(Includes the 8/07/2005 through the 7/07/2006 billing dates)

OPERATION
TOTAL & MAINT FD CAPITAL DEBT
CHARGES Revenue IMPROVEMENT SERVICE
INVOICED FYE 6/06 FUND FUND
MONTHLY BILLING (#) FY 2005/06 (Page 18) (Page 21) (Page 23)
City of Zilwaukee: $ 136,691.49 = $ 86,493.68 $ 21,159.01 $ 29,038.80
Carrollton Township: 462,457.73 = 291,308.84 70,768.89 100,380.00
Saginaw Charter Twp: 737,588.90 = 457,371.41 117,081.09 163,136.40
Kochville Township 197,261.88 = 122,283.55 31,533.53 43,444.80
TOTALS $ 1,534,000.00 $ 957,457.48 $ 240,542.52 $ 336,000.00

A detail of the monthly billings is presented on the last pages in the supplementary information section (Page 26).

(#) = Monthly allocation percentages used are as follows:
Calendar Calendar Calendar
Year Year Year
2005 2006 2007
City of Zilwaukee 8.27% 9.02% 10.05%
Carrollton Township 30.99 28.76 29.50
Saginaw Charter Township 48.25 48.85 46.88
Kochville Township 12.49 13.37 13.57
100.00% 100.00% 100.00%
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NORTHWEST UTILITIES AUTHORITY

Combining Balance Sheet

June 30, 2006

Assets:
Cash and cash equivalents
Due from Municipalities
Due from Operation and Maintenance Fund
Prepaid insurance
Capital assets (net of accumulated depreciation)
Total Assets

Liabilities and Fund Balances:

Liabilities:
Accounts payable
Due to other funds
Accrued bond interest payable
Noncurrent liabilities
Total Liabilities

Fund Balance:
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted
Total Fund Balance / Net Assets

Total Liabilities and Fund Balances

Adjustments:

A = Prepaid insurance are not financial resources and is not reported in the O & M fund.

OPERATION
AND CAPITAL DEBT

MAINTENANCE IMPROVEMENT SERVICE CAPITAL LONG-TERM TOTAL

FUND FUND FUND ASSETS DEBT ADJUSTMENTS (Page 1)
$ 102,053 $ 218,665 $102,279  $ - $ - - $ 422997
156,000 - - - - - 156,000
- 26,957 28,000 - - ( 54,957) -
- - - - - 2,567 A 2,567
- - - 3,633,589 - 3,633,589
$258,053 $ 245,622 $130,279  $3,633,589 $ - 7§ ( 52,390) $4,215,153
$ 79,146 $ 344 $ 307 $ - $ -8 - % 79,797
54,957 - - - - ( 54,957) -
- - - - - 19,199 B 19,199
- - - - 2,555,000 - 2,555,000
134,103 344 307 - 2,555,000 ( 35,758) 2,653,996
- - - 5,425,490 ( 3,690,000) 1,735,490
- - 129,972 - - 129,972
123,950 245,278 - (1,791,901) 1,135,000 ( 16,632)  ( 304,305)
123,950 245,278 129,972 3,633,589 (2,555,000) ( 16,632) 1,561,157
$ 258,053 $ 245,622 $130,279  $3,633,589 $ - $ ( 52,390) $4,215,153

B = Bond interest not due and payable in the current period has not been reported in the funds.

The accompanying notes are an integral part of these financial statements.

See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
For the Fiscal Year Ended June 30, 2006

Revenues:
Service charge
Interest earned
Rents
Total revenue

Expenses:
Administration
Operation, maintenance & replacements
Depreciation
Capital outlay
Debt service
Total expenses

Excess (deficiency) of revenues
over (under) expenses

Fund Balance / Net Assets, July 1, 2005

Fund Balance / Net Assets, June 30, 2006

Adjustments:

OPERATION
AND CAPITAL DEBT
MAINTENANCE IMPROVEMENT SERVICE CAPITAL LONG-TERM TOTAL
FUND FUND FUND ASSETS DEBT ADJUSTMENTS (Page 2)
$ 957,457 $ 240,543 $ 336,000 $ - $ - % - $1,534,000
1,044 983 842 - - - 2,869
300 - - - - 300
958,801 241,526 336,842 - - - 1,537,169
17,930 48 - - - - 17,978
854,328 - - - - 39 E 854,367
- - - 194,928 - - 194,928
1,283 33,194 - ( 34477)C - - -
86,310 - 337,977 - ( 296,310) D ( 1925 F 126,052
959,851 33,242 337,977 160,451 ( 296,310) (1,886) 1,193,325
( 1,050) 208,284 ( 1,135) ( 160,451) 296,310 1,886 343,844
125,000 36,994 131,107 3,794,040 (2,851,310) (18518) 1,217,313
$ 123,950 $ 245,278 $129972  $3633589  $(2555000) $ ( 16,632) $1,561,157

C = Capital acquisitions expensed by the Capital Improvement Fund are reclassified as “capital assets” to be depreciated over their estimated useful lives.
D = Principal payments on long-term debt are not deemed to be a current expense, but a reduction of long-term debt, having no effect on net assets.

E = Decrease in the amount of prepaid insurance paid from financial resources in current year, to be applied/expensed in future fiscal years.
F = Decrease in the amount of unpaid bond interest applicable to the current fiscal year.

The accompanying notes are an integral part of these financial statements.

See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

OPERATION AND MAINTENANCE FUND

BALANCE SHEET
JUNE 30,
ASSETS 2006 2005
Cash, checking $102,053 $117,580
Due from municipalities:
City of Zilwaukee $ 14,566 $ 10,078
Carrollton Township 42,601 39,028
Saginaw Charter Township 76,720 60,023
Kochville Township 22,113 156,000 15,871 125,000
TOTAL ASSETS $ 258,053 $ 242,580
LIABILITIES AND FUND BALANCE
LIABILITIES:
Accounts payable $ 4,146 $ 2322
Accounts payable — due to City of Saginaw 75,000 75,000
Due to Capital Fund 26,957 12,258
Due to Debt Service Fund 28,000 28,000
Advances from municipalities:
City of Zilwaukee $ 0 $ 0
Carrollton Township 0 0
Saginaw Charter Township 0 0
Kochville Township 0 0 0 0
134,103 117,580
FUND BALANCE:
Balance, beginning of year 125,000 125,000
Add: Excess of Revenue over Expenditures ( 1,050) 0
Balance , end of fiscal year 123,950 125,000
TOTAL LIABILITIES AND FUND BALANCE $ 258,053 $ 242,580

The accompanying notes are an integral part of these financial statements.
See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

OPERATION AND MAINTENANCE FUND

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
(with comparable totals for the fiscal year ended June 30, 2005)

TOTALS

2005 -- 2006 (Memorandum Only)
1% six_months 2" six_months
Percent Amount Percent Amount 2006 2005
REVENUE:
Service charges:
City of Zilwaukee 8.27% $ 33,923 9.02% $ 41,556 $ 75479 $ 78,459
Carrollton Township 30.99 127,196 28.76 132,499 259,695 286,266
Saginaw Charter Twp 48.25 198,058 48.85 225,055 423,113 448,155
Kochville Township 12.49 51,264 13.37 61,597 112,861 117,707
100.00% $410,441 100.00% $ 460,707 871,148 930,587
Service charges (debt service):
City of Zilwaukee 11,015 3,036
Carrollton Township 31,614 9,086
Saginaw Charter Twp 34,258 10,681
Kochville Township 9,423 2,882
957,458 956,272
Interest earned 1,043 1,070
Rents 300 300
TOTAL REVENUE 958,801 957,642
EXPENDITURES (Page 19) 959,851 957,642
Excess (Deficiency) Of Revenue Over Expenditures ( 1,050) -
Other Financing Sources (Uses):
Transfer from Capital Fund - -
EXCESS (DEFICIENCY) OF REVENUE AND OTHER SOURCES
OVER EXPENDITURES AND OTHER USES ( 1,050) -
FUND BALANCE, Beginning Of Fiscal Year 125,000 125,000
FUND BALANCE, End Of Fiscal Year $123,950  $125,000

The accompanying notes are an integral part of these financial statements.

See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

OPERATION AND MAINTENANCE FUND

STATEMENT OF APPROPRIATIONS AND EXPENDITURES

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
(with comparable totals for the fiscal year ended June 30,2005)

2006 2005
VARIANCE
ORIGINAL FAVORABLE
BUDGET ACTUAL (UNFAVORABLE) ACTUAL
ADMINISTRATION:
Salaries and wages:
Clerical $ 1,800 $ 1,800 $ $ 1,500
Administrator 1,800 1,800 1,500
Treasurer 6,600 6,600 6,000
Office supplies 400 136 131
Audit 3,900 3,362 3,708
Consultation fees 500 - -
Engineering fees - - 1,812
Legal fees 9,000 3,789 3,215
Telephone 800 354 809
Printing 1,000 - -
Insurance and bonds 100 - -
Dues 100 - -
Miscellaneous 400 2 57
Bank service charges - 87 -
Total administration expenses 26,400 17,930 8,470 18,732
OPERATION AND MAINTENANCE EXP:
Operations manager 25,000 8,525 11,919
Engineering fees 25,000 - -
Telephone 5,000 4,794 4,241
Travel - mileage 2,000 888 913
Insurance 8,500 7,700 7,742
Utilities:
Electricity & Gas 2,500 1,976 1,692
Water 1,800 333 1,953
Maintenance service contract 2,000 583 786
Repairs and maintenance 12,500 4,529 9,617
Rent, easements - - -
Miscellaneous 6,250 - 47
Contingencies 5,450 - -
Saginaw City waste treatment expense 871,980 896,160 874,315
Saginaw City waste treatment 2003-04 - ( 71,160) -
Capital Outlay - fence - 1,283 -
Debt service (Note 7) - Saginaw City
waste treatment expenses prior years 28,020 86,310 25,685
Total operation and maintenance expense 996,000 941,921 54,079 938,910
TOTAL APPROPRIATIONS AND
EXPENDITURES $ 1,022,400 $ 959,851 $ 62,549 $ 957,642

The accompanying notes are an integral part of these financial statements.

See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

CAPITAL IMPROVEMENT FUND

BALANCE SHEET
JUNE 30,
ASSETS 2006 2005
Cash, checking — money market $ 218,665 $ 48,548
Cash, Treasury Portfolio Sweep Class - -
Certificates of deposit - -
Due from Operation and Maintenance Fund 26,957 12,258
Accrued interest receivable - -
TOTAL ASSETS $ 245,622 $ 60,806
LIABILITIES AND FUND BALANCE
LIABILITIES:
Accounts payable $ 344 $ 23,812
FUND BALANCE:
Balance, beginning of year $ 36,994 $ 286,753
Add: Excess (deficiency) of revenue over expenditures 208,284 (249,759)
Balance , end of fiscal year 245,278 36,994
TOTAL LIABILITIES AND FUND BALANCE $ 245,622 $ 60,806

The accompanying notes are an integral part of these financial statements.
See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

CAPITAL IMPROVEMENT FUND

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE

FOR THE FISCAL YEAR ENDED JUNE 30, 2006
(with comparable totals for the fiscal year ended June 30, 2005)

2005 -- 2006

TOTALS
(Memorandum Only)

1% six months

2" six months

Percent Amount

Percent Amount 2006 2005

REVENUE:
Service charges:

City of Zilwaukee 827% $ 5,889 9.02% $ 15,270 $ 21,159 $ 9,936
Carrollton Township 30.99 22,080 28.76 48,689 70,769 36,201
Saginaw Charter Twp 48.25 34,381 48.85 82,700 117,081 56,689
Kochville Township 12.49 8,899 13.37 22,635 31,534 14,901
100.00% $ 71,249 100.00% $ 169,294 240,543 117,727
Interest earned 983 1,845
Refunds, Saginaw County - -
Total revenue 241,526 119,572
EXPENDITURES:
Administration, miscellaneous & bank service charges 48 -
Maintenance:
Repairs & maintenance / replacements
Zilwaukee - Jones St pump station equipment - 1,898
Zilwaukee - Edison St pump station equipment - 830
Various maintenance - -
Capital outlay:
Carrollton Twp — Sherman St - 85,312
Carrollton Twp — Tulane/N Mich. Upgrades - 811
Carrollton Twp — Carrollton Road - -
Saginaw Twp — McCarty Rd pump station 11,486 -
Pig retrieval chamber, valves, 30” pipe, etc 21,708 132,967
Templeton land - 24,021
Building - Storage facility - 123,492
Total Expenditures 33,242 369,331
EXCESS (DEFICIENCY) OF REVENUE AND OTHER SOURCES
OVER EXPENDITURES AND OTHER USES 208,284  ( 249,759)
FUND BALANCE, BEGINNING OF FISCAL YEAR 36,994 286,753
FUND BALANCE, END OF FISCAL YEAR $ 245,278 $ 36,994

The accompanying notes are integral part of these financial statements.

See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

DEBT SERVICE FUND

BALANCE SHEET
JUNE 30,
ASSETS 2006 2005
Cash, checking $ - $ -
Cash, (bank sweep account) Treasury Portfolio Sweep Class 102,279 103,409
Certificates of deposit - -
Due from Operation and Maintenance Fund 28,000 28,000
Accrued interest receivable - -
TOTAL ASSETS $ 130,279 $ 131,409
LIABILITIES AND FUND BALANCE
LIABILITIES:
Accounts payable $ 307 $ 302
FUND BALANCE:
Balance, beginning of year $131,107 $ 137,446
Add: Excess (deficiency) of revenue over expenditures ( 1,135) ( 6,339)
Balance , end of fiscal year 129,972 131,107
TOTAL LIABILITIES AND FUND BALANCE $ 130,279 $ 131,409

The accompanying notes are an integral part of these financial statements.
See independent auditor’s report.
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NORTHWEST UTILITIES AUTHORITY

DEBT SERVICE FUND

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

(with comparable totals for the fiscal year ended June 30, 2005)

TOTALS

2005 -- 2006 (Memorandum Only)
1% six_months 2" six_months
Percent Amount Percent Amount 2006 2005
REVENUE:
Service charges:
City of Zilwaukee 8.27% $ 13,886 9.02% $ 15,153 $ 29,039 $ 28,333
Carrollton Township 30.99 52,063 28.76 48,317 100,380 103,354
Saginaw Charter Twp 48.25 81,068 48.85 82,068 163,136 161,809
Kochville Township 12.49 20,983 13.37 22,462 43,445 42,504
100.00% $ 168,000 100.00% $ 168,000 336,000 336,000
Interest earned 842 2,528
TOTAL REVENUE 336,842 338,528
EXPENDITURES - Debt Service:
1997 County Bonds:
Principal 210,000 205,000
Interest 126,745 138,020
Paying agent fees 300 300
County administration fees 932 1,547
TOTAL EXPENDITURES 337,977 344,867
Excess (Deficiency) Of Revenue Over Expenditures ( 1,135) ( 6,339
Other Financing Sources (Uses):
Operating transfers 0 0
EXCESS (DEFICIENCY) OF REVENUE AND OTHER SOURCES
OVER EXPENDITURES AND OTHER USES ( 1,135) ( 6,339)
FUND BALANCE (DEFICIT), BEGINNING OF FISCAL YEAR 131,107 137,446
FUND BALANCE, END OF FISCAL YEAR $129,972  $131,107

The accompanying notes are an integral part of these financial statements.

See independent auditor’s report.

—- 23 -




Zilwaukee City

Carrollton Twp

Saginaw Twp

Kochville Twp

TOTALS

NORTHWEST UTILITIES AUTHORITY

3-YEAR AVERAGE COMPUTATION WORKSHEET

JUNE 30, 2005

2005 2006
6/30/2004 6/30/2005
6/30/2004 3 YEAR 6/30/2005 3 YEAR
FY 2001-2002 FY 2002-2003 FY 2003-2004 3 YEAR AVER. FY 2004-2005 3 YEAR AVER.
GALLONS PCT GALLONS PCT GALLONS PCT TOTAL PCT GALLONS PCT TOTAL PCT

93,431,000 8.313% 67,238,000 7.951% 86,611,000 8.47% 247,280,000 8.26% 103,307,601 10.50% 257,156,601 9.020%
387,343,490 34.465% 222,354,034 26.294% 317,498,803 31.06% 927,196,327 30.99% 280,429,313 28.51% 820,282,150 28.760%
514,080,782 45.741% 440,194,585 52.054% 489,472,895 47.88% 1,443,748,262 48.25% 463,318,243 47.10% 1,392,985,723 48.850%
129,031,000 11.481% 115,867,000 13.701% 128,811,000 12.60% 373,709,000 12.49% 136,578,000 13.89% 381,256,000 13.370%
1,123,886,272  100.000% 845,653,619 100.000% 1,022,393,698 100.01% 2,991,933,589 100.00% 983,633,157 100.00% 2,851,680,474 100.000%

The accompanying notes are an integral part of these financial statements.

See independent auditor's report.

x|

24



FY 1996-97

FY 1997-98

FY 1998-99

FY 1999-00

FY 2000-01

FY 2001-02

FY 2002-03

FY 2003-04

FY 2004-05

FY 2005-06

NORTHWEST UTILITIES AUTHORITY

COMPARISON OF CONSUMPTION THROUGH JUNE 30, 2006

LAST TEN YEARS

City of Zilwaukee Carrollton Township Saginaw Charter Twp Kochville Township

GALLONS % GALLONS % GALLONS % GALLONS %

113,609,000 11.03 377,616,936 36.67 416,315,447 40.43 122,170,600 11.87

102,381,000 9.76 330,498,349 31.51 492,275,007 46.93 123,735,400 11.80

70,095,000 7.71 267,284,766 29.41 459,987,609 50.61 111,562,200 12.27

69,446,000 7.81 276,742,683 31.13 429,303,104 48.30 113,376,500 12.76

89,156,000 9.53 277,349,803 29.64 442,045,667 47.23 127,253,000 13.60

93,431,000 8.31 387,343,490 34.47 514,080,782 45.74 129,031,000 11.48

67,238,000 7.95 222,354,034 26.30 440,194,585 52.05 115,867,000 13.70

86,611,000 8.47 317,498,803 31.05 489,472,895 47.88 128,811,000 12.60

103,307,601 10.50 280,429,313 28.51 463,318,243 47.10 136,578,000 13.89

117,205,800 11.16 303,466,737 28.91 479,891,269 45.71 149,314,650 14.22

The accompanying notes are an integral part of these financial statements.
See independent auditor’s report.
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TOTALS
GALLONS %
1,029,711,983  100.00
1,048,889,756  100.00

908,929,575  100.00
888,868,287  100.00
935,804,470  100.00
1,123,886,272  100.00
845,653,619  100.00
1,022,393,698  100.00
983,633,157  100.00
1,049,878,456  100.00
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